Annual Meeting 


The Annual Meeting of the shareholders will be held at 3:00 p.m. 
on Tuesday, June 25, 1996 at the Calgary Professional Club, 
217 - 7 Avenue S.W., Calgary, Alberta. 
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Corporate Profile Eamenton, Alberta 
Incorporated on 28th March, 1995, Wolverine Energy is a Canadian 
junior oil and gas company trading on the Alberta Stock Exchange. In the 
summer of 1995 Wolverine appointed Mr. Wayne Dowhaniuk, Mr. Don 
Bowder, Mr. Al Rakach and Mr. Bryan Bennett to its Board of Directors. 
A junior capital pool offering was made - with the shares of Wolverine 
Energy Corp. being listed on 20th September, 1995. Common shares 
commenced trading on 30th September, 1995 under the symbol “W VE”. 


The company has 3,250,000 shares outstanding. 


Wolverine has so far focused on oil property acquisitions with low-risk, 
low-cost development opportunities. Two resource property acquisitions 
will add daily production of 280 BOEPD and significant stable cash flow. 
The company has also entered into a joint venture agreement that will see 
$10 million contributed to the joint venture fund in 1996, providing 
Wolverine Energy with exceptional leverage in the oil and gas 


acquisition market. 


The Company’s objective is to add shareholder value through successful 
development and exploration. Initially, Wolverine Energy will grow 
through acquisitions and full development of its properties through infill 
drilling and production optimization. Once a solid cash flow is established, 
the company will begin establishing a land base to pursue selected 


exploration prospects. 


Highlights 


Wolverine Energy’s primary focus is on the exploration 


and development of crude oil reserves. 
Response has been gratifying. The initial public offering raised 
$500,000 in share capital at a price of $0.20 per share. 


On September 22, 1995, the Corporation’s offer to purchase four 
producing properties in Alberta and Northeastern British 


Columbia was accepted at a price of $575,000, adding 


e 
capacity of 190 BOEPD. 
® 
Wolverine Energy’s offer to purchase a producing oil property in 
% central Alberta was accepted, adding another 90 BOPD 
® at a cost of $350,000. 


e Wolverine Energy entered into a joint venture agreement in principle 
that will see $10 million contributed to the joint venture fund 


in 1996. 
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The directors and management of Wolverine Energy Corp. are 
extremely pleased to present the Company’s first annual report. 
As our shareholders will discover, much has been accomplished in 
a very short period of time, the Company having moved quickly 


from its initiation to its present operational status. 


A review of the events that have transpired since the Company’s 
formation clearly demonstrates the effectiveness with which 


Wolverine has become a competitive oil and gas Company. 


Once listed on the Alberta Stock Exchange, Wolverine Energy 
wasted no time in pursuing its stated intentions. One day after the 
start of trading on September 21, 1995, the Company agreed to 
acquire a collection of four producing properties constituting the 
Company’s major transaction, a requirement of all junior capital 
pool companies. This acquisition satisfied not only the regulatory 
requirements, but is also expected to provide the cash flow and 
reserves needed to commence operations as a junior oil and gas 


Company. 


Of the four property acquisitions, the Leo property which is 100% 
owned and operated, established Wolverine as a bona fide 
operating Company. The remaining non-operated properties at 
Ghost River, Beatton River and Cecil Lake are expected to 


provide the Company with excellent cash flow for future growth. 


In November, 1995, Wolverine Energy agreed to acquire a 50% 
working interest in another producing oil property in the Alliance 
area of central Alberta. This field provides numerous development 
possibilities through production optimization, operating cost 
reductions and horizontal drilling. Included in this acquisition is 
960 acres of undeveloped land that Wolverine plans to develop in 


1996 using the 3D seismic data acquired in this deal. 


To gain greater leverage in the acquisition market, Wolverine 
Energy entered into an agreement in principle with an 
immigration fund, Alberta Select Investment Corporation, that 
may provide up to $10 million in joint venture funding in 1996. 
This agreement is well suited for Wolverine Energy since all 
properties acquired will be operated by the Company using its 
strong in-house technical expertise. In return, Wolverine Energy 
receives an incentive-based management fee based on the strong 


financial performance of the joint venture assets. 


The outlook for Wolverine Energy in 1996 is very promising. 
The Company’s producing fields provide high-quality 
opportunities to increase the net asset value of the Company 
using the expertise of our management group. Wolverine will 
concentrate primarily on developing the Alliance area through 
low-risk, low-cost development work and utilizing horizontal 
drilling technology to maximize recoverable reserves. Wolverine 
Energy will also evaluate our Ghost River property with the 


intention of developing very significant natural gas reserves. 


Working within our core areas will allow the Company to remain 
focused and achieve lower finding and development costs on 
reserves relative to the industry average. All capital projects, 
while subject to economic and technical criteria, are expected to 
produce payouts of two years or less. During 1996, Wolverine 
Energy will direct all of its cash flow to acquisition and 
development projects. Later in the year, we expect to commence 
an exploration program that will generate follow-up exploitation 


and optimization opportunities. 


Once we have had an opportunity to fully assess the potential of 
properties acquired to date, Wolverine will again enter the 


acquisition market looking to capitalize on undervalued 


“Once listed on the 
Alberta Stock 
Exchange, 
Wolverine Energy 
wasted no time 
in pursuing its 


) 


stated intentions.’ 


¢ 


“Wolverine Energy 
has had early 
success in acquiring 
undervalued 
producing properties 
and will continue 
to focus on this 


erowth method.” 


production while at the same time assembling an exploration land 
inventory. We will pursue these opportunities vigorously with 
funding from the Company’s current bank lines. Wolverine 
Energy will also consider issuing stock to acquire assets on a 
value-added basis while preserving and further enhancing the 


Company’s net asset value. 


Wolverine Energy has had early success in acquiring undervalued 
producing properties and will continue to focus on this growth 
method in 1996. After the completion of the acquisitions, our 
share value will be over 55 cents per share and the Company is 
seeking to significantly add to our shareholders’ value through key 


acquisitions and making reserve additions through the drill bit. 


I extend my sincere gratitude to the Board of Directors and our 
fine management team - all of whom have made significant 
contributions to the growth of Wolverine Energy in the 
Company’s inaugural year. My thanks also go to our shareholders 
for their past and continued support. I look forward to reporting 


again on our progress during 1996. 


Respectfully yours, 
Wolverine Energy Corp. 


V. Wayne Dowhaniuk 
President & Chief Executive Officer 


Producing Properties 


Alliance Area 


Wolverine Energy’s main core area is the Alliance area in central 
Alberta and represents the Company’s largest producing oil field. 

The Company will operate 20 wells in the Alliance field including a 
central battery facility at a working interest of 50%. Net production is 
expected to be 90 BOPD with volumes expected to increase as a result 
of production optimization and workover programs planned for early 
1996. Once the 3D seismic has been evaluated, it is expected that the 
Company will drill 3 horizontal re-entry’s to capture new reserves and 
improve ultimate recovery. Included in this acquisition was 3D seismic 
over the entire developed and undeveloped acreage. Wolverine Energy 
will utilize this seismic data to pick additional horizontal drilling 


locations to offset competitor production in the area. 


This area will remain a focus area for future acquisitions to allow cost 
effective use of the infrastructure Wolverine Energy has developed 

in the area. Combined with our acquisition and development efforts 
will be a sharp focus on the area for exploration targets and 


bypassed prospects. 
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Producing Properties (continued) 


Ghost River 


The Ghost River Gas Unit located in the foothills west of Calgary, is 
the Company’s largest producing natural gas property and represents 
an area that has significant potential to increase natural gas reserves 
and accelerate the growth of the Company. Wolverine Energy will 
maintain a focus on the area and will pursue acquisition and 


development targets and selected exploration prospects. 


The 16-31-36-18 W4M well will be owned and operated 100% by 
Wolverine Energy. This area also represents an opportunity for 


significant growth through acquisition and exploration activities. 


Beatton River West Unit #1 


The Company will own a 4.4819% working interest in the Beatton 
River West Unit #1 which is currently producing 185 BOPD from 
six wells. Wolverine Energy intends to pursue acquisition targets that 


will establish Company operations in the Fort St. John area. 


Cecil Lake 


Wolverine Energy owns a 20% working interest in the 8-13-86-18 
W6M well and is currently evaluating the surrounding area for 


additional acquisitions and exploration prospects. 


Auditor’s Report 


We have audited the balance sheet of Wolverine Energy Corp. as at December 31, 1995 and the 


statements of operations and deficit and changes in financial position for the nine month period then 
ended. These financial statements are the responsibility of the Corporation’s management. 


Our responsibility is to express an opinion on these financial statements based on our audit. | 


We conducted our audit in accordance with generally accepted auditing standards. Those standards | 
require that we plan and perform an audit to obtain reasonable assurance whether the financial 

statements are free of material misstatement. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the 


overall financial statement presentation. 


In our opinion, these financial statements present fairly, in all material respects, the financial position 


of the Corporation as at December 31, 1995 and the results or its operations and changes in financial 


position for the nine month period then ended, in accordance with generally accepted accounting 


principles. 


: i hates LA) Aten ange. | 


Price Waterhouse 


Chartered Accountants 


a 


Calgary, Alberta. 


April 4, 1996 
Except as to Note 2(d), and Note 2 (f) which are at April 26, 1996. 
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Wolwerine Energy Corp. 


Statement of Operations and Deficit 
For the nine months ended December 31, 1995 


Interest income 


Expenses 
General and administrative 


Depreciation 
Loss for the period and deficit 


Loss per common share 


Statement of Changes in Financial Position 
For the nine months ended December 31, 1995 . 


Cash used in operating activities 
Loss of the period 
Add 
Depreciation 


Change in non-cash working capital 


Cash used in inwesting activities 


Purchase of capital assets 


Cash prowided by financing activities 


Proceeds from issuing shares, net of issue costs 


Increase in cash position, end of period 


$ 


$ 


(43,383) 


(306,592) 


428,987 


$ 


1,306 
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Wolwerine Energy Corp. 


Notes to Financial Statements 
December 31, 1995 


1. Incorporation/nature of business 


The Corporation was incorporated under the Alberta Business Corporations Act on March 28, 1995 and 
changed its name to Wolverine Energy Corp. on May 9, 1995. Until March 11, 1996, it was classified as 
a Junior Capital Pool corporation as defined in Alberta Securities Commission Policy 4.11. The 
Corporation has identified, evaluated and negotiated the acquisition of interests in oil and gas properties, 
subject to receipt of shareholder and regulatory approval. 

The common shares of the Corporation are listed on the Alberta Stock Exchange and were initially 


posted for trading on September 21, 1995. 


2. Subsequent events 


(a) The Corporation’s offer to purchase a producing oil and gas property was accepted on November 3, 
1995 and the acquisition closed, with regulatory approval, on February 16, 1996 for approximately 
$350,000. 


(b) On March 4, 1996, the shareholders of the Corporation approved the major transaction in (c) below 
and upon completion of this transaction, the Corporation is no longer subject to rules applicable to 


Junior Capital Corporations. 


(c) The Corporation’s offer to purchase producing oil and gas properties was accepted on September 22, 


1995 and this acquisition closed on March 11, 1996 for approximately $575,000. 


Wolwerine Energy Corp. 


Notes to Financial Statements (continued) 
December 31, 1995 


(d) The transactions in (a) and (c) above were financed in part, by borrowings from certain Directors 
totaling $415,500 secured by promissory notes. By April 25, 1996, these loans were repaid with funds 


from the bank loan in (f) below. 


(e) By a closing on March 13, 1996, the Corporation sold 778,000 Special Warrants at $0.50 per warrant 


by way of private placement agreements. Each Special Warrant entitles the holder to one common 


share of the Corporation at no additional cost, at any time until the earlier of: (i) the fifth business 


: 
day after the date that a final receipt for a prospectus is issued by the securities regulatory authority in | 
the province where the subscriber resides, should the Corporation file a prospectus to qualify the 
common shares for resale, and (ii) one year after the date of closing of the Special Warrants offering. : 
Special Warrants exercised prior to the earlier of these dates will be subject to resale restrictions in | 
accordance with the securities legislation in the province in which the subscriber resides. Any Special ) 
Warrants not exercised prior to the earlier of these dates will be deemed to have been exercised, | 
without any further action on the part of the holder, immediately prior to the earlier of these dates. 


The offering under the private placement agreements was not subject to any minimum subscription 


level and therefore the funds invested are available for use by the Corporation. | 
| 


(f) On April 4, 1996, the Corporation arranged a Revolving Production Loan Facility for $1,000,000 
with a financial institution. The facility is secured by a General Security Agreement on the | 
Corporation’s assets and a Demand Debenture of $2,500,000 constituting a fixed charge on certain oil 
and gas properties and assets. Interest is at 1'/,% above the prime rate. The Corporation used funds 


from the facility to repay the loans from Directors in (d) above. | 
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- Notes to Financial Statements (continued) 
Lame 31, 1995 
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| ; 
im aA lw Me 
id i : On completion of the foregoing transactions, and based on the December 31, 1995 balance sheet, the 
% a 7 Corporation’s pro-forma financial position is: 
mats 
- 
: ‘ e Current assets $ 107,503 
4 
ae Capital assets 1,090,583 
is | $ 1,198,086 
{ 4 ne Accounts payable $ 20,619 
; f ay Bank loan 415,500 
eae Share capital . 428,987 
rm | Special Warrants 389,000 
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ieee 
_ Depreciation on furniture, fixtures and office equipment is calculated on the declining balance basis at 


20% per annum with one half a years deprecation taken in the ae of acquisition. 


ital assets 


Cacia assets consist of: 


"47 


a 

a) deposits of $128,750 made in accordance with offers to purchase oil and gas properties together with 
, associated capitalized acquisition and administrative costs of $55,257; and 
ae office furniture fixtures and office equipment of $122,585 with associated depreciation of $12,259 for 
oe 1 y eee ended December 31, 1995. 


Wolwerine Energy Corp. 


Notes to Financial Statements (continued) 
December 31, 1995 


5. Share capital | 


(a) Authorized 
i) Unlimited number of preferred shares. Shares may be issued in one or more series and the Directors 
are authorized to fix the number of shares in each series and to determine the designation, right, 


privileges and conditions attached to the shares of each series. 


ii) Unlimited common shares, without par value. 


(b) Issued and Outstanding 


Details of shares issued during the period are: 


Number of shares Dollars 
Common shares 
For cash 1,500,000 $ 150,000 
For cash, net of issue costs of $71,013 1,750,000 278,987 
3,250,000 $428,987 


Of the issued common shares, 1,610,000 are currently held in escrow with a further 115,500 common 
shares to be deposited in escrow. The first release of escrowed shares shall not occur without written 


consent of the Chief of Securities Administration of the Alberta Securities Commission Agency. 


(c) Share Option Agreements 
The Corporation has granted to Rogers and Partners Securities Inc. a non-transferable option to 


purchase 175,000 common shares at $0.20 per common share. The options expires on March 21, 1997. 
The Corporation has established a Stock Option Plan for its Directors and officers. During the period 


ended December 31, 1995, options were granted on 325,000 common shares at $0.20 per share, 
expiring May 15, 2000. 
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Wolverine Energy Corp. 


Notes to Financial Statements (continued) 


December 31, 1995 


6. Income taxes 


The Corporation has a loss for income tax purpose of 
approximately $58,000 for the nine months ended December 
31, 1995 which may be carried forward until 2002. In 
addition, the Corporation has undepreciated capital costs of 
approximately $122,585 and share issue expenses of 
approximately $56,800 as deductions for taxation purposes in 
future years. The potential benefits of the loss carry forward 
and these deductions have not been reflected in these 


financial statements. 


7. Commitment 


The Corporation leases office space until 2002. Payments 
over the next five years are as follows: 

1996 $ 14,303 

1907 34,327 

1998 34,327 

1999 36,986 

2000 38,315 
A portion of these costs are recoverable from 


a sub-lessee. 
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